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7KLVSDSHUGHDOVZLWKERWKWKHRUHWLFDODQGSUDFWLFDODVSHFWVRIEDQNIHHDQGFRPPLVVLRQLQFRPHLQWKH(XURSHDQ8QLRQZLWKD
VSHFLDOHPSKDVLVRQWKH&]HFK5HSXEOLF6LQFHIHHLQFRPHUHSUHVHQWVWKHODUJHVWSDUWRIQRQLQWHUHVWLQFRPHHDUQHGE\EDQNVLW
UHPDLQVDPDMRUFKDOOHQJHIRUEDQNPDQDJHPHQWWRVHWDQGPDLQWDLQDQDSSURSULDWHIHHSROLF\+RZHYHUVROYLQJIRUWKHRSWLPDO
IHHVWUXFWXUHKDVQRW\HWEHHQDFFRPSOLVKHGHLWKHURQDWKHRUHWLFDOOHYHORULQDFWXDOSUDFWLFH,QWKHHPSLULFDOSDUWRIWKHSDSHU
ZH DQDO\VH EDQNLQJ IHH LQFRPH LQ (8 EDQNLQJ VHFWRUV EDVHG RQ WKUHH GLIIHUHQW LQGLFDWRUV WKH PDJQLWXGH RI QHW IHH DQG
FRPPLVVLRQ LQFRPHUHODWLYH WR WRWDORSHUDWLQJLQFRPH WR WRWDODVVHWVDQG WRJURVVGRPHVWLFSURGXFW2XUUHVXOWVVKRZWKDW WKH
&]HFKEDQNLQJVHFWRUZDVQRWDEQRUPDOO\GHSHQGHQWRQIHHLQFRPHFRPSDUHGWRRWKHU(8FRXQWULHVLQWKHSHULRG$V
D UHVXOW ZH DUJXH WKDW WKH KLJK SURILWDELOLW\ RI &]HFK EDQNV FDQQRW EH DWWULEXWHG WR DEQRUPDO EDQNLQJ IHHV DQG FRPPLVVLRQ
LQFRPHEXWUDWKHUWKDWRWKHUIDFWRUVVKRXOGEHFRQVLGHUHG:HDOVRFRQFOXGHGWKDWWKHPDUNHWFRQFHQWUDWLRQRIWKH&]HFKEDQNLQJ
VHFWRUGHFOLQHGVLQFHWKH+HUILQGDKOLQGH[GHFUHDVHGLQODVW\HDUV7KHULVHLQFRPSHWLWLRQZDVFDXVHGPDLQO\E\QHZHQWUDQWVZH
UHIHU WR DV µORZFRVW EDQNV¶ WKDW RIIHU D OLPLWHG SURGXFW SRUWIROLR DQG SURYLGH D ODUJH SDUW RI WKHLU VHUYLFHVZLWKRXW IHHV DQG
FRPPLVVLRQV&RQVHTXHQWO\ZHKDYHGHWHUPLQHGWKDWWKHEXVLQHVVPRGHOVRIVRPHORZFRVWEDQNVLQWKH&]HFK5HSXEOLFDUHQRW
VXVWDLQDEOHIURPDORQJHUWHUPSHUVSHFWLYH
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,QWURGXFWLRQ
7KHPDLQDLPRI WKLVSDSHU LV WRDQDO\]HEDQN IHHDQGFRPPLVVLRQ LQFRPHDFURVV(8FRXQWULHVZLWKD VSHFLDO
HPSKDVLVRQ WKH&]HFKEDQNLQJVHFWRU:H LQYHVWLJDWHZKHWKHU WKH OHYHORIEDQNQHW IHHDQGFRPPLVVLRQ LQFRPH
1)&,LVKLJKHULQWKH&]HFK5HSXEOLFWKDQLQWKH(XURSHDQ8QLRQ,QWKHWKHRUHWLFDOSDUWZHGLVFXVVWKHIHHSX]]OH
UHJDUGLQJ WKH RSWLPDO IHH VWUXFWXUH LQ WKHRU\ DQG GHDO ZLWK WKH UDWLRQDOLW\ RI LPSRVHG IHHV LQ GLIIHUHQW EDQNLQJ
EXVLQHVVPRGHOVZLWK WKHLUSRVLWLYHDQGQHJDWLYHDVSHFWV ,Q WKHHPSLULFDOSDUWZH LQYHVWLJDWHEDQNLQJIHH LQFRPH
DFURVV(8EDQNLQJVHFWRUVLQWKHSHULRG0RUHRYHUZHGLVFXVVWKHLPSDFWRIPDUNHWFRQFHQWUDWLRQRQWKH
PDJQLWXGHRIEDQNLQJ IHHVRQERWK WKH(8DQGFRXQWU\ OHYHOV:HDOVR IRFXVRQ WKHGHYHORSPHQWRIEDQNLQJIHH
LQFRPH LQ WKH&]HFK5HSXEOLF DQGSRVH D TXHVWLRQ KRZQHZ HQWUDQWV LQIOXHQFH WKH RYHUDOO OHYHO RI1)&, LQ WKH
&]HFKEDQNLQJVHFWRULQODVW\HDUV
7KHUHVWRIWKHSDSHULVVWUXFWXUHGDVIROORZV6HFWLRQGHVFULEHVWKHWKHRUHWLFDOEDFNJURXQGZKHUHSKLORVRSK\RI
D IHH LV GHILQHG DQG WKH RSWLPDO OHYHO RI IHHV LQ GLIIHUHQW EDQNLQJEXVLQHVVHVGLVFXVVHG ,Q6HFWLRQZHSURYLGH
HPSLULFDOUHVHDUFKDQGDQDO\]HEDQNLQJIHHVLQ(8EDVHGRQWKUHHGLIIHUHQWLQGLFDWRUV%HVLGHVEDVLFGHVFULSWLYH
VWDWLVWLFVZHDOVRDQDO\VH WKH UHODWLRQEHWZHHQ1)&,DQGEDQNVSURILWDELOLW\DVZHOODV WKH LQIOXHQFHRIEDQNLQJ
VHFWRUFRQFHQWUDWLRQRQ WKHPDJQLWXGHRIEDQNLQJIHHV ,Q WKHVHFRQGSDUWRI WKHVHFWLRQZHH[DPLQHEDQNLQJIHH
LQFRPHLQWKH&]HFK5HSXEOLF LQPRUHGHWDLODQGGLVFXVVGLIIHUHQWIHHSROLFLHVRIVHOHFWHG&]HFKEDQNV6HFWLRQ
VXPPDUL]HVWKHSDSHUDQGVWDWHVILQDOUHPDUNV
7KHRUHWLFDOEDFNJURXQG
2.1. Philosophy of a fee 
)HHV DFFRPSDQ\SHRSOH DOO DURXQG WKHZRUOG IRUYHU\ ORQJ WLPH7KRPVRQ GHILQHV D IHH DV WKH VXPRI
PRQH\ZKLFKLVWREHSDLGIRUDVHUYLFHUHQGHUHG7KHGLIIHUHQFHEHWZHHQIHHDQGFKDUJHLVWKHSURIHVVLRQDOLVPRI
WKHVHUYLFHSURYLGHG:KHUHDVFKDUJHLVVLPSO\DSULFHGHPDQGHGIRUDWKLQJRUVHUYLFHIHHUHTXLUHVWKHVHUYLFHWREH
IURPDSURIHVVLRQDOSURYLGHU,QPRVWFDVHVZHGHDOZLWKOXPSVXPIHHV WKDWDUHXVXDOO\SDLGDVUHPXQHUDWLRQIRU
VHUYLFHVZKLFKDUHXVHGMXVWE\DJLYHQQXPEHURIFXVWRPHUVRUZKLFKH[DFWSULFHZRXOGEHGLIILFXOWRULQHIILFLHQWWR
TXDQWLI\2QHFDQGLVWLQJXLVKPDQ\GLIIHUHQWFDWHJRULHVRIIHHV WKDWFDQEHSDLGHLWKHUWRSXEOLFRUSULYDWHHQWLWLHV
VXFKDVJRYHUQPHQWDOIHHVIRUSXEOLFVHUYLFHVRUOLFHQFHVDQGSHUPLWVIHHVIRUWHOHFRPPXQLFDWLRQVHUYLFHVIHHVIRU
DERYHVWDQGDUGPHGLFDOFDUHRUEDQNLQJIHHV
&OLHQWV GR QRW SHUFHLYH VRPH IHHV DQ\PRUH +RZHYHU VRPH RWKHU IHHV VXFK DV EDQNLQJ IHHV DUH IURP WKH
FXVWRPHUV¶SRLQWRIYLHZYHU\GLIILFXOWWRDFFHSW6WLOOEDQNVSURYLGHVHUYLFHVZLWKDGGHGYDOXHDQGWKHUHIRUHWKH\
FKDUJHDIHHIRULW%DQNLQJIHHVDUHXVHGQRWRQO\DVDSULFHIRUVHUYLFHVEXWDOVRDVDSHQDOW\)RULQVWDQFHZKHQWKH
DFFRXQW EDODQFH LV XQGHU D UHTXLUHG DPRXQW WKH FOLHQW PD\ EH DVNHG WR SD\ D IHH DV D FRPSHQVDWLRQ IRU QRQ
IXOILOPHQWRIWKHGHPDQGHGOLPLW7KHUHDUHDOVRIHHVHQFRXUDJLQJEDQN¶VFXVWRPHUVWRXVHDXWRPDWHGVHUYLFHV
%DQNV UHSRUW LQ WKHLU ILQDQFLDO VWDWHPHQWV 1)&, DV SDUW RI RSHUDWLQJ LQFRPH ,W VKRXOG EH QRWHG WKDW IHH DQG
FRPPLVVLRQ DUH QRW WKH VDPH :KHUHDV D IHH UHIHUV WR D IL[HG SD\PHQW FRPPLVVLRQ LV PRVWO\ FDOFXODWHG DV D
SHUFHQWDJH RI WKH YDOXH RI HDFK WUDQVDFWLRQ WKDW WKH FOLHQW RUGHUV )HHV DUHPDLQO\ DSSOLHG LQ YDOXDWLRQ RI WKRVH
SURGXFWV ZKRVH QDWXUH LV QRW WUDQVIHUULQJ D FHUWDLQ ULVN RQ D EDQN LQFOXGLQJ QRQVXIILFLHQW IXQGV IHHV RYHUGUDIW
FKDUJHVODWHIHHVPRQWKO\VHUYLFHFKDUJHVDFFRXQWUHVHDUFKIHHVSD\PHQWFDUGVUHODWHGIHHV3ĤOSiQ2QWKH
RWKHUKDQGFRPPLVVLRQDSSOLHVWRSURGXFWVE\ZKLFKWKHEDQNDFFHSWVFHUWDLQOHYHORIULVNLQFOXGLQJFRPPLVVLRQV
IURP LQVXUDQFH DFWLYLWLHV FRPPLVVLRQ IRU DJHQF\ VHUYLFH UHJDUGLQJ VHOOLQJSURGXFWV RI H[WHUQDO ILQDQFLDO HQWLWLHV
FRPPLVVLRQGXHWRJXDUDQWHHVJUDQWHGFRPPLVVLRQRQWUXVWDQGILGXFLDU\DFWLYLWLHV
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2.2. Literature review  
:KHQVWXG\LQJWKHRSWLPDOOHYHORI1)&,IURPDEDQNVSRLQWRIYLHZLWLVLPSRUWDQWWRORRNZKLFKVWUXFWXUHRI
LQFRPH OHDGV WR KLJKHVW ILQDQFLDO VWDELOLW\ RI D EDQN*DPEDFRUWD DQG YDQ5L[WHO  GLIIHUHQWLDWH WKUHHPDLQ
EXVLQHVVPRGHOV L FRPPHUFLDO EDQNV LL LQYHVWPHQW EDQNV DQG LLL XQLYHUVDO EDQNV )RU D ORQJ WLPH XQLYHUVDO
EDQNLQJ VHHPHG WR EH D SHUIHFW VROXWLRQ WKDW RIIHUV DQ RSWLPDO LQFRPH GLYHUVLILFDWLRQ DQG ILQDQFLDO VWDELOLW\ ,Q
UHVSRQVH WR WKH ILQDQFLDO FULVLV WKH HFRQRPLF FRVWV DQG EHQHILWV RI XQLYHUVDO EDQNV ZHUH UHDVVHVVHG DQG VHYHUDO
DOWHUQDWLYHPRGHOV WKDW VKRXOG VHSDUDWH FHUWDLQ EDQNLQJ DFWLYLWLHVZHUH FRQVLGHUHG7KHPDLQ WKUHH DOWHUQDWLYHVRI
VXFKVHSDUDWLRQDUHDVIROORZVWKH9ROFNHUUXOHLQWKH8QLWHG6WDWHVWKH/LLNDQHQ5HSRUWVXJJHVWHGE\WKH(XURSHDQ
&RPPLVVLRQDQG WKH9LFNHUV&RPPLVVLRQSURSRVHG LQ WKH8QLWHG.LQJGRP7KH9ROFNHU UXOH IRUELGV WKHGHSRVLW
WDNLQJ LQVWLWXWLRQV WKHSURSULHWDU\ WUDGLQJ7KH UHVWULFWLRQ LVQRWYHU\EURDGEXW LVTXLWH VWULFWEHFDXVH WKH WUDGLQJ
DFWLYLWLHV DUH QRW DOORZHG WR H[LVW QHLWKHU LQ GLIIHUHQW VXEVLGLDULHV ZLWKLQ WKH VDPH JURXS 7KH /LLNDQHQ 5HSRUW
UHVWULFWV EHVLGHV WKH SURSULHWDU\ WUDGLQJ DOVRPDUNHWPDNLQJ EXW LV QRW VR VWULFW 7KH DFWLYLWLHV DUH DOORZHG WR EH
H[HFXWHGZLWKLQWKHVDPHJURXSDVORQJDVWKH\DUHLQVHSDUDWHVXEVLGLDULHV7KH9LFNHUV&RPPLVVLRQVDSSURDFKLV
HYHQERDUGHU DV LW H[FOXGHV D ODUJH VHW RI EDQNLQJ DFWLYLWLHV IURP WKH SURWHFWHG HQWLW\7KH DFWLYLWLHV FDQ H[LVW LQ
GLIIHUHQWVXEVLGLDULHVZLWKLQWKHJURXSEXWVXEMHFWWRLQWUDJURXSFRQVWUDLQWV*DPEDFRUWDDQGYDQ5L[WHO
2QHFDQDUJXHZKHWKHUWKHVHSDUDWLRQRIFRPPHUFLDODQGLQYHVWPHQWEDQNLQJZRXOGUHDOO\LPSURYHWKHILQDQFLDO
VWDELOLW\ RU ZKHWKHU WKH OHVV GLYHUVLILHG HQWLWLHV ZRXOG EH PRUH VHQVLWLYH WR PDUNHW FKDQJHV ,Q RWKHU ZRUGV D
TXHVWLRQUHPDLQVZKHWKHUQRQLQWHUHVWLQFRPH1,,DYHU\URXJKSUR[\IRUPRUHLQYHVWPHQWEDQNLQJOLNHDFWLYLWLHV
 LQFUHDVHV RU GHFUHDVHV WKH ULVNLQHVV RI D EDQN /HSHWLW HW DO  FODLP ³banks expanding into non-interest 
income activities present higher risk and higher insolvency risk than banks which mainly supply loans´+LJKHU1,,
PD\DOVROHDGWRLQFUHDVHGHDUQLQJVYRODWLOLW\VLQFHLWLVXVXDOO\PRUHYRODWLOHWKDQLQWHUHVWLQFRPH0RUHRYHUWKH\
FODLPWKDWDSRVLWLYHOLQNZLWKULVNLVPRUHDFFXUDWHIRUVPDOOEDQNVDQGHVVHQWLDOO\GULYHQE\FRPPLVVLRQDQGIHH
DFWLYLWLHV
2QWKHRWKHUKDQG.|KOHU DUJXHV WKDWEDQNVZLOOEHFRPHPRUHVWDEOH LI WKH\ LQFUHDVH WKHLUQRQLQWHUHVW
LQFRPHDQGWKDWWKHHIIHFWGHFUHDVHVZLWKWKHEDQNVL]H,QKLVODWHUSDSHU.|KOHU0SURYLGHVDPRUHGHWDLOHG
UHVHDUFK DQG ILQGV VXEVWDQWLDO EHQHILWV IURP LQFRPH GLYHUVLILFDWLRQ IRU VPDOOHU DQGPRUH UHWDLORULHQWHG EDQNV LQ
*HUPDQ\7KRVHEDQNVFDQEHFRPHPRUHVWDEOHE\LQFUHDVLQJWKHLUVKDUHRI1,,2QWKHFRQWUDU\ODUJHUDQGPRUH
LQYHVWPHQWRULHQWHGEDQNVVKRXOGLQFUHDVHWKHLUVKDUHRILQWHUHVWLQFRPHWREHFRPHPRUHVWDEOH6PLWKHWDO
VWDWHWKDWWKHLQFRPHGLYHUVLILFDWLRQFDQUHGXFHWKHULVNDQGVWDELOL]HWKHSURILWDELOLW\RIEDQNVRQO\LIWKHGLIIHUHQW
HDUQLQJVDUHLQGHSHQGHQW7KH\IRXQGDQHJDWLYHFRUUHODWLRQEHWZHHQLQWHUHVWDQGQRQLQWHUHVWLQFRPH1,,WKHUHIRUH
VHHPVWRVWDELOL]HEDQNVWRWDORSHUDWLQJLQFRPH
6RPHRIWKHDERYHFODLPVDUHVXSSRUWHGE\SDVW86HPSLULFDOHYLGHQFH'H<RXQJDQG5LFHEFRQFOXGHG
WKDWUHOLDQFHRQIHHEDVHGDFWLYLWLHVWHQGVWRLQFUHDVHWKHYRODWLOLW\RIEDQNVHDUQLQJVVWUHDPV0RUHRYHU'H<RXQJ
DQG5LFHDIRXQGWKDWZHOOPDQDJHGFRPPHUFLDOEDQNVH[SDQGPRUHVORZO\LQWRQRQLQWHUHVWDFWLYLWLHV2QD
UHODWHGQRWH6WLURKVDLGWKDWJUHDWHUUHOLDQFHRQ1,,LVULVNLHU+HDOVRFODLPHGWKDWWKHGHFOLQLQJYRODWLOLW\RI
QHW RSHUDWLQJ LQFRPH GLG QRW UHIOHFW WKH GLYHUVLILFDWLRQ EHQHILWV IURP QRQLQWHUHVW LQFRPH EXW UDWKHU UHGXFHG
YRODWLOLW\RIQHWLQWHUHVWLQFRPH
7KXVZHFDQVD\WKDWWKH1,,DQGHVSHFLDOO\1)&,VHHPVWRLQIOXHQFHVEDQNVVWDELOLW\DQGULVNLQHVV7KHH[DFW
LPSDFW RI WKH OHYHO RI QRQLQWHUHVW LQFRPH LV GHSHQGHQW RQ WKH EXVLQHVV PRGHO DQG VL]H RI WKH EDQN KRZHYHU
:KHUHDVFRPPHUFLDOEDQNVPDLQO\GHSHQGHQWRQLQWHUHVWLQFRPHFDQJDLQE\LQFUHDVLQJWKHLUIHHVDQGFRPPLVVLRQ
LQFRPH LQYHVWPHQW EDQNV VKRXOG UDWKHU UHO\PRUH RQ WKH LQWHUHVW LQFRPH WR VWDELOL]H WKHLU SURILWV$OO LQ DOO WKH
TXHVWLRQZKLFKEXVLQHVVPRGHODQGZKLFKOHYHORI1,,LVRSWLPDOKDVQRWEHHQVROYHG


1RWHWKDWLQYHVWPHQWEDQNVPDNHWKHLUPRQH\PDLQO\RQWUDGLQJDQGQHWIHHDQGFRPPLVVLRQLQFRPHZLWKDQDSSUR[!1)&,WRWDO
LQFRPHUDWLRZKHUHDVFRPPHUFLDOEDQNVPDNHWKHLUSURILWVPDLQO\RQLQWHUHVWLQFRPHXQLYHUVDOEDQNVVWDQGVRPHZKHUHLQEHWZHHQ
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(PSLULFDODQDO\VLV
,QWKLVVHFWLRQZHSURYLGHDQDQDO\VLVRIEDQNLQJIHHVEDVHGRQGDWDWDNHQIURPWKH(XURSHDQ&HQWUDO%DQN(&%
DQG WKH &]HFK 1DWLRQDO %DQN &1% 7KH SDSHU LQFOXGHV WKH (8 GDWD IURP  WR  )RU EHWWHU
WUDQVSDUHQF\ZHGLYLGHGWKH(8LQWRILYHGLIIHUHQWJURXSV3,,*6&(((8(8DQG&=WKDWDUHFRPSDUHG
WR HDFK RWKHU )LUVWZH FRPSDUH IHH LQFRPH RI (8 EDQNLQJ VHFWRUV EDVHG RQ GLIIHUHQW UDWLRV DQG LQGLFDWRUV
%HVLGHVWKHEDVLFUDWLRVZHDOVRGLVFXVVWKHUHODWLRQEHWZHHQIHHDQGFRPPLVVLRQLQFRPHPDJQLWXGHDQGUHWXUQRQ
DYHUDJH HTXLW\ 52$( DQG WKH LQIOXHQFHRI WKHPDUNHW FRQFHQWUDWLRQRQ WKH1)&,PDJQLWXGH7KLUGZH WDNH D
QDUURZYLHZRQEDQNVIHHLQFRPHLQWKH&]HFK5HSXEOLF:HVWDUWE\ORRNLQJDWWKHGHYHORSPHQWRIWKHIHHLQFRPH
LQWKH&]HFKEDQNLQJVHFWRUDVDZKROHLQWKHSHULRGDQGWKHQZHFRPSDUHWKHIHHLQFRPHVWUDWHJLHVRI
GLIIHUHQW&]HFK EDQNV8QOLNHPDQ\(8 FRXQWULHV WKH&]HFK EDQN VHFWRU KDV UHSRUWHG KLJK FDSLWDO DQG OLTXLGLW\
EXIIHUVLQUHFHQW\HDUVDVKLJKOLJKWHGE\0DQGHODQG7RPãtNRU0HMVWĜtNHWDO
3.1. Bank fees in the EU  
7KLVSDUWDQDO\VHVWKH1)&,OHYHOVRIGLIIHUHQWJURXSVRI(8FRXQWULHV7RWDOEDQNLQJLQFRPHLVVSOLWXSLQWR
FDWHJRULHVLQHWLQWHUHVWLQFRPHZKLFKUHSUHVHQWVWKHPDMRUSDUWRIWRWDORSHUDWLQJLQFRPHLQEDQNVLQDOO(XURSHDQ
FRXQWULHVLL1)&,ZKLFKLVWKHPRVWLPSRUWDQWSDUWRIQRQLQWHUHVWLQFRPHLQWKHH[DPLQHGJURXSRIFRXQWULHVDQG
LLLRWKHUQHWLQFRPHWKDWVWDQGVIRUDOOLQFRPHRIDEDQNWKDWLVGLIIHUHQWIURPWKHSUHYLRXVWZRLQRWKHUZRUGVWKH
LQFRPHIURPQRQFRUHEXVLQHVVHV
3.1.1. Comparison of fee income magnitude in different EU countries 
:KHQDVVHVVLQJEDQNLQJIHHLQFRPHLQWKH(8ZHLQYHVWLJDWHWKUHHLQGLFDWRUVQHWIHHDQGFRPPLVVLRQLQFRPHWR
WRWDO LQFRPH UDWLR 1)&,7, QHW IHH DQG FRPPLVVLRQ LQFRPH WR WRWDO DVVHWV UDWLR 1)&,7$ DQG QHW IHH DQG
FRPPLVVLRQLQFRPHWRJURVVGRPHVWLFSURGXFWUDWLR1)&,*'3
)LJVKRZVWKDWLQ±WKHDYHUDJH1)&,7,UDWLRDPRXQWHGWRLQWKH&]HFK5HSXEOLF,WPHDQV
WKDWLWZDVORZHUWKDQLQPRVWRIRWKHUFRXQWULHVLQFOXGHGLQWKH(8ZKHUHWKHDYHUDJHOHYHOUHDFKHG2QO\
&((FRXQWULHVSRVWHG ORZHUDYHUDJH1)&,7,UDWLR7KHGLIIHUHQFHVHHPVWRFRPHUDWKHUIURPWKHHDUOLHU
\HDUVEHFDXVHLQWKH&]HFK5HSXEOLFUHSRUWHGORZHU1)&,7,UDWLRWKDQRWKHU&((FRXQWULHV


7KH\HDUO\WRWDORSHUDWLQJLQFRPHIRU'HQPDUNZDVQRWDYDLODEOHLQWKH(&%GDWDEDVH:HWRRNWKHVHPLDQQXDOGDWDIURPWR
ZKLFKZHUHWKHRQO\GDWDDYDLODEOHDQGDSSUR[LPDWHGWKHPWR\HDUO\GDWDE\PXOWLSO\LQJE\WZR7KHDQG\HDUO\WRWDORSHUDWLQJ
LQFRPHZDVDSSUR[LPDWHGE\WKHDYHUDJHVREWDLQHGIURPDQGHQWULHV
7KHH[DFWFRPSRVLWLRQRIHDFKJURXSFDQEHIRXQGLQ$SSHQGL[$
7KHGDWDIRUVRPHFRXQWULHVZHUHDYDLODEOHVWDUWLQJIURP\HDUDQGQRWDOUHDG\IURP6WDUWLQJIURPZHJRWGDWDIRU±%(
%*&=),)5,7/7073/37526.6,VWDUWLQJIURPZHJRWGDWDIRU±$7&<'('.(((/(6+8,(/8/91/6:
8.7KHGHVFULSWLYHVWDWLVWLFDQGDOORWKHUDQDO\VHVZHUHDGHTXDWHO\DGMXVWHGWRWDNHLQWRDFFRXQWWKLVIDFW
)RUPRUHGHWDLOVRQUHJXODWLRQRIWKH&]HFKEDQNLQJVHFWRUVHH'YRĜiN0DQGHODQG7RPãtN%OiKRYi5LSSHOHWDO
7HSOêRUâ~WRURYiDQG7HSOêDEIRUUHODWHGULVNPDQDJHPHQWSUDFWLFHVZHUHIHUWR0iOHNHWDO
&LPEXUHNDQGěHåiEHN'DĖKHODQG'XFKiþNRYi6WDYiUHNDQG9RGRYi%X]NRYiDQG7HSOêýHUQRKRUVNiHWDO
-DNXEtNDQG7HSOê-DQGDHWDO-DQGDDQG=HWHN%DUDQDQG:LW]DQ\'LYLãDQG7HSOê
6FKORVVEHUJHU6WiGQtN9RGRYi=DPUD]LORYiRU7HSOêDQG7ULSH
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
6RXUFH$XWKRUVXVLQJGDWDIURPWKH(&%
)LJ1HWIHHDQGFRPPLVVLRQLQFRPH7RWDOLQFRPH±DYHUDJHVIRU±
2QWKHRWKHUKDQGWKH&]HFK5HSXEOLFUHSRUWHGWKH1)&,7$KLJKHUWKDQPRVWRIRWKHU(8FRXQWULHVZKDW
FDQEHH[SODLQHGE\D ORZHUVL]HRIEDQNVLQ WKH&]HFK5HSXEOLFPHDVXUHGE\WRWDODVVHWV7KLVFDQEHLOOXVWUDWHG
ZKHQFRPSDULQJWKH&]HFK5HSXEOLFDQG)LQODQG%RWKFRXQWULHVSRVWQHDUO\WKHVDPH1&),DQG1)&,7,UHPDLQHG
DWDSSUR[LPDWHO\RQDYHUDJHLQERWKRIWKHPLQ±EXWWKH1)&,7$ZDVLQ)LQODQGDOPRVWWKUHHWLPHV
ORZHUWKDQLQWKH&]HFK5HSXEOLF6RZHFRQFOXGHWKDWWKHSULPDU\UHDVRQIRUGLIIHUHQW1)&,7$UDWLRVVWHPVLQD
UHODWLYHVPDOOHUEDQNLQWHUPHGLDWLRQLQWKH&]HFK5HSXEOLFFRPSDUHGWR(8FRXQWULHV2QWKHRWKHUKDQGZKHQ
FRPSDULQJWKH&]HFK5HSXEOLFZLWKRWKHU&((FRXQWULHVWKH&]HFK5HSXEOLFGRHVQRWUHSRUWDQH[WUDRUGLQDULO\KLJK
1)&,7$UDWLR)LJ

6RXUFH$XWKRUVXVLQJGDWDIURPWKH(&%
)LJ1HWIHHDQGFRPPLVVLRQLQFRPH7RWDODVVHWV±DYHUDJHVIRU±
7KHWKLUGLQGLFDWRUZHDUHXVLQJWRDQDO\VHQHWIHHDQGFRPPLVVLRQLQFRPHLQ(8FRXQWULHVLV1)&,*'3,QWKH
±SHULRG WKH&]HFK5HSXEOLF WRJHWKHUZLWK)LQODQG3RODQG5RPDQLD DQG6ORYDNLD UHSRUWHG WKH ORZHVW
1)&,*'3 UDWLRV RI DOO (8 FRXQWULHV 7KH &]HFK 5HSXEOLF DQG &(( DUH WKH RQO\ FRXQWULHV WKDW UHSRUWHG
1)&,*'3UDWLRVEHORZZKHUHDVWKHRWKHUJURXSV¶UDWLRVH[FHHGHGDVGRFXPHQWHGLQ)LJ7KLVILJXUH
LQGLFDWHVWKDWEDQNVUHVLGHGLQWKH&]HFK5HSXEOLFGRQRWUHSRUWDKLJKHUWKDQDYHUDJH1)&,*'3UDWLR

6RXUFH$XWKRUVXVLQJGDWDIURPWKH(&%
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7DEOH  VXPPDUL]HV UHVXOWV RI WKH DERYHPHQWLRQHG LQGLFDWRUV DQG SURYLGHV HYLGHQFH WKDW WKH &]HFK EDQNLQJ
VHFWRUGRHVQRWUHO\RQ1)&,PRUHWKDQWKHRWKHU(8EDQNLQJVHFWRUVPHDVXUHGE\1)&,7,ZKLFKLVSUREDEO\WKH
PRVW LPSRUWDQW LQGLFDWRU LQ FRQWH[W RI EDQNLQJ IHHV DQG WKH1)&,*'31HYHUWKHOHVV WKH&]HFKEDQNLQJ VHFWRU
UHSRUWHGDKLJKHUWKDQDYHUDJH1)&,7$ZKDWLVFDXVHGFKLHIO\E\DUHODWLYHO\ORZHUVL]HRI&]HFKEDQNVFRPSDUHG
WRWKHLU(8SHHUV
7DEOH$YHUDJHQHWIHHDQGFRPPLVVLRQLQFRPHUDWLRVRIGLIIHUHQWJURXSVRI(8FRXQWULHVFRPSDUHGWR(8DYHUDJHV\HDUV±
 1)&,7, 1)&,7$ 1)&,*'3
&=   
3,,*6   
&((   
(8   
6RXUFH$XWKRUV¶FRPSXWDWLRQV
3.1.2. Influence of the market concentration on the magnitude of fee income 
7KH UHODWLRQVKLS EHWZHHQ WKH FRPSHWLWLRQ DQG WKH PDJQLWXGH RI 1)&,PD\ EH DQDO\VHG LQ VHYHUDO ZD\V )RU
LQVWDQFH WKH(&%SURYLGHV WKH+HUILQGDKO LQGH[+,DVDPHDVXUHRIPDUNHWFRQFHQWUDWLRQ WKURXJKDVVHVVLQJ WKH
VL]HRIILUPVLQUHODWLRQWRWKHLQGXVWU\7KH+,¶VYDOXHVUDQJHEHWZHHQ±9DOXHVEHORZLQGLFDWHORZ
FRQFHQWUDWLRQYDOXHVRI WRFRUUHVSRQG WRPRGHUDWHFRQFHQWUDWLRQDQGD+,RYHU LQGLFDWHVKLJK
FRQFHQWUDWLRQ1HYHQDQGYRQ8QJHUQ6WHUQEHUJ
)LJGLVSOD\VWKDW±RQDYHUDJH±WKHUHLVDPRGHUDWHPDUNHWFRQFHQWUDWLRQLQWKH(XURSHDQ8QLRQ(8+,
DYHUDJHVDURXQG7KH&]HFK5HSXEOLFOLHVZLWKWKH+,RIVOLJKWO\EHORZWKHDYHUDJHZKLFKPHDQVWKDW
WKH&]HFKEDQNLQJVHFWRULVPRUHFRPSHWLWLYHWKDQEDQNLQJVHFWRUVRIRWKHU(8FRXQWULHVEXWVWLOOLWEHORQJVWRWKH
JURXSZLWKPRGHUDWHFRQFHQWUDWLRQ3,,*6DQG&((UHSRUWWKH+,HYHQORZHUWKDQWKH&]HFK5HSXEOLF2QWKHRWKHU
KDQG(8FRXQWULHVSRVW DYHUDJH+,RIQHDUO\EXW WKH\VWLOO FRXQW WRPRGHUDWH FRQFHQWUDWLRQJURXS7KH
UHODWLYHO\KLJK+,LVFDXVHGPDLQO\E\)LQODQG(VWRQLDDQG1HWKHUODQGVZLWK+,VDERYH

6RXUFH$XWKRUVXVLQJGDWDIURPWKH(&%
)LJ$YHUDJH+HUILQGDKOLQGH[IURPWR
,QFUHDVLQJFRPSHWLWLRQ LVDVVXPHGWREHRQHRI WKHPDLQUHDVRQVIRUFLQJEDQNV WRVZLWFK WRQRQWUDGLWLRQDO IHH
EHDULQJ DFWLYLWLHV (GZDUGV DQG 0LVKNLQ  'DYLV DQG 7XRUL  7KHUHIRUH ZH K\SRWKHVL]H WKDW KLJKHU
FRPSHWLWLRQLVFRQQHFWHGZLWKKLJKHUOHYHORIIHHLQFRPHLQWKHEDQNLQJVHFWRU6WLOOWKHUHODWLRQVKLSEHWZHHQ1)&,
DQG+, QHHGQRW WR EH QHFHVVDULO\ WKH RQH VWDWHG DERYH VLQFH WKH ODFNRI FRPSHWLWLRQPD\ HQDEOH WR FKDUJH KLJK
EDQNLQJ IHHV2QKLJKO\ FRQFHQWUDWHGPDUNHWV FDUWHOVPD\SURKLELW WKHSOD\HUV WR UHGXFH WKHLU SULFHV WKHUHIRUH D
SRVVLELOLW\WRVZLWFKWRDFKHDSHUSURYLGHURIEDQNLQJVHUYLFHVUHPDLQVOLPLWHG:HDOVRDVVXPHWKDWPRVWFOLHQWVDUH
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FRQVHUYDWLYH DQG QRW HQRXJK IOH[LEOH WR GHSRVLW WKHLU PRQH\ RU WDNH D ORDQ IURP DEURDG EHFDXVH RI ILQDQFLDO
IUDJPHQWDWLRQLQ(8PDUNHWV0RUHRYHULQFDVHRIKLJKFRQFHQWUDWLRQWKHEDQNZLOOWDNHWKHDGYDQWDJHRILWVPDUNHW
SRZHUQRWRQO\E\FKDUJLQJKLJKHUIHHVEXWLWZLOOPRVWSUREDEO\H[KLELWDOVRKLJKHULQWHUHVWPDUJLQV7KHUHIRUHWKH
VKDUHRIIHH LQFRPHGRHVQRWQHHGWR LQFUHDVH&RQVHTXHQWO\ZHH[SHFWWRILQGDQHJDWLYHUHODWLRQEHWZHHQ1)&,
DQG+,
)LJGHPRQVWUDWHV HPSLULFDO UHVXOWV:H UHJUHVVHG WKHDYHUDJH+,RQ WKHDYHUDJH1)&,7$ UDWLR ,QRUGHU WR
REWDLQ FRQYHQLHQW UHVXOWV ZH KDYH FKRVHQ D 1)&,7$ UDWLR DV DQ LQGLFDWRU RI WKH PDJQLWXGH RI QHW IHH DQG
FRPPLVVLRQLQFRPHEHFDXVHWKH+HUILQGDKOLQGH[LVFRQVWUXFWHGE\WKH(&%IRUFUHGLWLQVWLWXWLRQVLQWHUPVRIWRWDO
DVVHWV $W WKH ILUVW VLJKW LW FDQ EH VHHQ WKDW WKH UHODWLRQ EHWZHHQ+, DQG 1)&,7$ UDWLR LI WKHUH LV DQ\ LV QRW
VWDWLVWLFDOO\ VWURQJ WKH SRLQWV RQ WKH )LJ  DUH GLVWULEXWHG YHU\ UDQGRPO\ )RU H[DPSOH WKHPRVW FRQFHQWUDWHG
EDQNLQJVHFWRUVVXFKDV(VWRQLDDQG)LQODQGERWKZLWKWKH+,DSSUR[LPDWHO\GRQRWKDYHKLJKHU1)&,7$
WKDQWKH(8DYHUDJH

6RXUFH$XWKRUVXVLQJGDWDIURPWKH(&%
)LJ(8±5HODWLRQEHWZHHQ1HWIHHDQGFRPPLVVLRQLQFRPH7RWDODVVHWVDQGWKH+HUILQGDKOLQGH[
EDVHGRQDYHUDJHGDWDIURPWR
)LJSORWVWKHIROORZLQJUHJUHVVLRQOLQH
	 Τ ൌ െͲǤͻ െ Ͳ͹ ൅ ͲǤͲͲ͹ ൅ ZKHUHLVWKHGLVWXUEDQFH    
7KH UHODWLRQ EHWZHHQ 1)&,7$ DQG +, VHHPV WR EH WKH LQ OLQH ZLWK ZKDW ZH KDYH H[SHFWHG $Q\KRZ WKH
UHJUHVVLRQUHVXOWVDUHQRWFRQYHQLHQWEHFDXVH LWV5DPRXQWVRQO\PHDQLQJ WKDWDSSUR[LPDWHO\RI WRWDO
YDULDWLRQLQWKHGHSHQGHQWYDULDEOHLVH[SODLQHGE\WKHYDULDWLRQLQLQGHSHQGHQWYDULDEOH0RUHRYHUWKHFRHIILFLHQW
RI+,LVYHU\ORZLQDEVROXWHWHUPVDQGLQVLJQLILFDQWWKHSYDOXHLV7KLVLPSOLHVWKDWWKH+,LQIOXHQFHVWKH
1)&,7$UDWLRRQO\PDUJLQDOO\LIDWDOO7KHUHDUHRWKHUIDFWRUVWKDWDUHRPLWWHGLQRXUUHJUHVVLRQWKDWFRXOGH[SODLQ
WKHPDJQLWXGHRIIHHDQGFRPPLVVLRQLQFRPHPXFKEHWWHU7RFRQFOXGHZKHQH[DPLQLQJWKHLPSDFWRIWKHPDUNHW
FRPSHWLWLRQRQWKHPDJQLWXGHRI1)&,RQLQWHUQDWLRQDOOHYHOWKHREWDLQHGUHVXOWVVKRZQRUHDOGHSHQGHQF\EHWZHHQ
WKRVH WZR YDULDEOHV 7KLV VXUSULVLQJ UHVXOW LPSOLFDWHV WKDW HYHQ FRQFHQWUDWHGPDUNHWV LQ WHUPV RI DVVHWVPLJKW EH
FRPSHWLWLYHLQWHUPVRI1)&,


$GMXVWHG5LV
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3.1.3. Comparison of profitability of EU banking sectors 
)LJ GHSLFWV WKH FKDQJH LQ52$(EHWZHHQ DQG LQGLIIHUHQW JURXSVRI(8FRXQWULHV ,Q WKH
GLIIHUHQFHVLQ52$(LQWKHLQGLYLGXDOFRXQWULHVZHUHQRWVRVWURQJ0RUHRYHULQDOOH[DPLQHGEDQNLQJVHFWRUV
ZHUH LQEODFNQXPEHUV DQG52$(RI WKH&]HFK5HSXEOLFZDV MXVW VOLJKWO\ DERYH WKH(8 DYHUDJH YV
7KLVFKDQJHGKHDYLO\GXULQJ WKHJOREDOFULVLV ,QQLQHRI WKH WZHQW\VHYHQ(8FRXQWULHV UHSRUWHGD
QHJDWLYH52$()XUWKHUPRUHWKHORVVHVRIWKRVHFRXQWULHVZHUHVRKXJHWKDWWKHRYHUDOODYHUDJH52$(IRU(8
UHVXOWHGQHJDWLYHO\HVSHFLDOO\LQ3,,*6FRXQWULHVZLWKDYHUDJH52$(DW2QWKHRWKHUKDQG&((FRXQWULHV
UHPDLQHGLQEODFNQXPEHUVLQEXWDOVRWKHLUDYHUDJH52$(GURSSHGKHDYLO\E\PRUHWKDQWRDPHUH
,Q  WKH&]HFK5HSXEOLF UHSRUWHG WKH VHFRQG ODUJHVW52$( LQ WKH(XURSHDQ8QLRQ DIWHU(VWRQLD YV


6RXUFH$XWKRUVXVLQJGDWDIURPWKH(&%DQGWKH,0)
)LJ52$(LQGLIIHUHQWJURXSVRI(XURSHDQFRXQWULHVLQDQG
7KHSHQGLQJVRXQGQHVVRIWKH&]HFKEDQNLQJVHFWRUFDQEHDWWULEXWHGPDLQO\WREDQNV¶SURSHUULVNPDQDJHPHQW
DQGKLJKFRVWHIILFLHQF\(%)7KLVKDVDOVRSUHYHQWHGWKH&]HFKEDQNLQJPDUNHWIURPODUJHORVVHVGXULQJWKH
JOREDOILQDQFLDOFULVLV,QWKLVDVSHFWWKHIROORZLQJUHDVRQVSOD\HGDVLJQLILFDQWUROHLDUHODWLYHO\VPDOOH[SRVXUHWR
WR[LFDVVHWVDQG3,,*6FRXQWULHVLLWUDGLWLRQDOFRQVHUYDWLYHFRPPHUFLDOEDQNLQJFRQFHQWUDWHGRQGRPHVWLFPDUNHW
DQGUHODWHGORZH[FKDQJHUDWHULVN LLLFHQWUDOL]HGµXQGHURQHURRI¶DQGFRQVHUYDWLYHVXSHUYLVLRQ LYFRQVHUYDWLYH
FOLHQWVDQGKLJKOLTXLGLW\VXUSOXVZLWKDORZGHSHQGHQF\RQLQWHUEDQNPDUNHWRUFHQWUDOEDQNORDQWRGHSRVLWUDWLR
LVFRQVWDQWO\XQGHUYVXIILFLHQWFDSLWDOEXIIHUVWKHFDSLWDODGHTXDF\UDWLR LVKLJKHU WKDQLQ WKH&]HFK
5HSXEOLFDQGDKLJKTXDOLW\RIFDSLWDO(%)$OOLQDOOZHFDQVD\WKDWWKHKLJKSURILWDELOLW\RIWKH&]HFK
EDQNLQJVHFWRUPD\EHDWWULEXWHGWRSURSHUULVNPDQDJHPHQWUDWKHU WKDQWRDKLJKOHYHORIEDQNLQJIHHVDVZLOOEH
GLVFXVVHGDOVREHORZ
3.2. Bank fees in the Czech Republic  
,QWKLVVHFWLRQZHGHVFULEHWKH1)&,LQWKH&]HFK5HSXEOLFEDVHGRQGDWDSURYLGHGE\WKH&1%$VLQSUHYLRXV
VHFWLRQV WRWDO RSHUDWLQJ LQFRPH LV VSOLW XS LQWR WKUHH JURXSV L QHW LQWHUHVW LQFRPH LL QHW IHH DQG FRPPLVVLRQ
LQFRPHDQGLLLRWKHULQFRPH)LJGHSLFWVWKDW±DVLQRWKHU(8FRXQWULHV±LQWHUHVWLQFRPHIRUPVWKHODUJHVWSDUWRI
WRWDO LQFRPH LQ WKH &]HFK EDQNLQJ VHFWRU ZKDW FRUUHVSRQGV WR WKH DSSOLHG FRPPHUFLDO EDQNLQJ PRGHO LQ WKHVH
FRXQWULHV7KHVHFRQGJUHDWHVWSDUWRILQFRPHLVDFTXLUHGIURPEDQNLQJIHHVWKDWDFFRXQWIRUWKHPRVWLPSRUWDQWQRQ
LQWHUHVW LQFRPHRIEDQNV7KHILJXUH LOOXVWUDWHV WKDW WKH1)&, LQFUHDVHGVOLJKWO\ LQ WKH±SHULRGE\IURP
&=.ELOOLRQWR&=.ELOOLRQZKDWLPSOLHVDPHUH&=.ELOOLRQULVHRUDFRPSRXQGDQQXDOJURZWK
UDWH
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
6RXUFH$XWKRUVXVLQJGDWDIURPWKH&1%
)LJ&]HFKEDQNLQJVHFWRU±7RWDORSHUDWLQJLQFRPHGHFRPSRVLWLRQ±
,WLVZRUWKZKLOHWRQRWHWKDWGHVSLWHWKHIDFWWKDWWKH1)&,LQFUHDVHGLQDEVROXWHYDOXHVEHWZHHQDQGLQ
UHODWLYHYDOXHVLWVVKDUHRQWKHWRWDOLQFRPHIHOOE\IURPLQWRLQ7KLVGHFOLQHFDQEH
VHHQLQ)LJ2QDUHODWHGQRWHLQWHUHVWLQFRPHVKDUHZHQWXSE\GXULQJWKHVDPHWLPHSHULRG)URPWKLVZH
FDQFRQFOXGHWKDWWKH1)&,7,KDVEHHQGHFUHDVLQJLQWKH&]HFKEDQNLQJVHFWRUZKLFKKDVEHHQFDXVHGE\KLJKHU
FRPSHWLWLRQDVDQDO\VHGEHORZ


6RXUFH$XWKRUVXVLQJGDWDIURPWKH&1%
)LJ&]HFK5HSXEOLF±7RWDORSHUDWLQJLQFRPHGHFRPSRVLWLRQDQGLQ3HUFHQW
3.2.1. Different banking models in the Czech Republic 
$VRI'HFHPEHUWK WKH&]HFKEDQNLQJ VHFWRU FRQVLVWHGRIEDQN LQVWLWXWLRQV WKHUHRIEDQNV
IRUHLJQEDQNEUDQFKHVDQGEXLOGLQJVRFLHWLHV7KH&1%UHFRJQL]HVILYHEDQNLQJW\SHVLQ WKH&]HFK5HSXEOLF L
ODUJHEDQNV LLPHGLXPVL]HGEDQNV LLL VPDOOEDQNV LY IRUHLJQEDQNEUDQFKHVDQGYEXLOGLQJVRFLHWLHV$ERXW
RIWKHFDSLWDOLQWKH&]HFKEDQNVRULJLQDWHVLQIRUHLJQFRXQWULHV7KH723EDQNVGRPLQDWHGWKHPDUNHWZLWK
DOPRVW  VKDUH +RZHYHU WKHLU VKDUH ZDV VWHDGLO\ GHFOLQLQJ RYHU WKH ODVW IHZ \HDUV GXH WR UHODWLYHO\ VWURQJ
FRPSHWLWLRQIURPPHGLXPDQGVPDOOVL]HGEDQNV&1%
)LJVKRZVWKHGHYHORSPHQWRI+,LQWKH&]HFK5HSXEOLFIURPWR,QDOOFRQVLGHUHG\HDUVWKHUHZDV
PRGHUDWHO\ KLJK PDUNHW FRQFHQWUDWLRQ LQ WKH &]HFK EDQNLQJ VHFWRU VLQFH +, IOXFWXDWHG IURP  WR  7KH


)RUDFRPSOHWHOLVWVHH&1%S)LQDQFLDO0DUNHW6XSHUYLVLRQ5HSRUW


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GHFUHDVHLQ+,EHWZHHQDQGFDQEHDWWULEXWHGPDLQO\QHZPDUNHWHQWUDQWVZKLFKZHFDOOORZFRVWEDQNV
LHWKHEDQNVRIIHULQJDOLPLWHGSURGXFWSRUWIROLRDQGSURYLGLQJDODUJHSDUWRIWKHLUVHUYLFHVZLWKRXWIHHV7KHILUVW
ORZFRVWEDQN±P%DQN±FDPHWRWKH&]HFK5HSXEOLFLQDQGILOOHGWKHJDSRQWKH&]HFKPDUNHWQRZDGD\V
WKHUHDUHDERXW ILYH ORZFRVWSOD\HUV LQ WKH&]HFKEDQNLQJPDUNHW7RDWWUDFWQHZFOLHQWV WKHVHEDQNVRIWHQRIIHU
KLJKLQWHUHVWRQVDYLQJDFFRXQWV7KHUHIRUHWKHVHH[FHVVLYHUDWHVPLJKWEHSHUFHLYHGDVDFTXLVLWLRQFRVWVUDWKHUWKDQ
DPRQH\PDNLQJEXVLQHVV

6RXUFH$XWKRUVXVLQJGDWDIURPWKH(&%
)LJ'HYHORSPHQWRIWKH+HUILQGDKOLQGH[LQWKH&]HFK5HSXEOLFEHWZHHQDQG
1RWVXUSULVLQJO\WKHORZFRVWEDQNVDQGRWKHUEDQNVGLIIHULQWKHLULQFRPHVWUXFWXUHV'XHWRWKHLUEDVLFµ]HURIHH
SROLF\¶ VWUDWHJ\ WKH ORZFRVW EDQNV¶ 1)&, LV PDUJLQDO RU HYHQ QHJDWLYH )LJ  VKRZV WKDW µWUDGLWLRQDO¶ EDQNV
ýHVNi VSRĜLWHOQDý62%5DLIIHLVHQEDQN.RPHUþQt EDQND8QL&UHGLW%DQN*(0RQH\%DQN UHSRUWHG LQ 
SRVLWLYH1)&,7,LQDUDQJHIURPý62%WRý62QWKHRWKHUKDQGORZFRVWEDQNV(TXD%DQN(4
DQG$LU%DQN$,5UHSRUWHGQHJDWLYH1)&,LQWKHVDPH\HDU=812%DQN=812ZLWK1)&,7,RIVHHPVWR
EHUDWKHURQHRIWKHµWUDGLWLRQDO¶EDQNVWKDWUHO\KHDYLO\RQ1,,,QUHDOLW\WKHKLJKUDWLRLVRQO\GXHWRWKHIDFWWKDW
=812%DQNZDV LQ UHG QXPEHUV LQ  ,W KDG IHH DQG FRPPLVVLRQ H[SHQVH RI&=.PLOOLRQ EXW GXH WR WKH
RSHUDWLQJORVVWKHUDWLRUHVXOWHGSRVLWLYH

6RXUFH$XWKRUVXVLQJGDWDIURPLQGLYLGXDOEDQNVDQGWKH&1%
)LJ1HW)HHDQG&RPPLVVLRQ,QFRPH7RWDO2SHUDWLQJ,QFRPHLQ&]HFK%DQNVLQ
7KH IXWXUH GHYHORSPHQW RI ORZFRVW EDQNV UHPDLQV D ELJ TXHVWLRQ PDUN KRZHYHU )LUVW WKH\ RIWHQ UHO\ RQ
IXQGLQJIURPVDYLQJVDFFRXQWVLHULVN\LQVWUXPHQWVWKDWFDQQRWEHKHGJHGE\VWDQGDUGULVNPLWLJDWLRQWHFKQLTXHV
'åPXUiĖRYiDQG7HSOê6HFRQGORZFRVWEDQNVRIIHUDOLPLWHGSURGXFWSRUWIROLRHJVDYLQJVDQGFXUUHQW
DFFRXQWVFRQVXPHUORDQVPRUWJDJHVZKDWPDNHVWKHPYXOQHUDEOHWRFRPSHWLWLRQDQGORZSULFHV6RPHWLPHVWKLVLV
FDOOHG µFRPPRGLWL]DWLRQ¶GHILQHGDVD ODFNRIPHDQLQJIXOGLIIHUHQWLDWLRQ LQ WKHVHSURGXFWV LHDFOLHQW IRFXVHVRQ


6RPHWLPHVFDOOHGDVµHOHFWUR¶RUµLQWHUQHW¶EDQNV
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SURGXFWSULFHUDWKHUWKDQSURGXFWTXDOLW\/DVWEXWQRWOHDVWVRPHORZFRVWEDQNVUHSRUWULVN\SRUWIROLRVVLQFHWKH\
UHO\VROHO\RQLQWHUHVWLQFRPHDQGPRVWOLNHO\OHQGPRQH\WRULVN\ERUURZHUVRIWHQUHMHFWHGE\WUDGLWLRQDOEDQNV
:HDUJXHWKDWPDQ\ORZFRVWEDQNVLQWKH&]HFK5HSXEOLFVHUYHDVVSHFLDOSXUSRVHYHKLFOHVZLWKLQWKHLUILQDQFLDO
JURXSVUDWKHUWKDQEDQNVPD[LPL]LQJWKHLUSURILWV
&RQFOXVLRQ
7KLV SDSHU IRFXVHG RQ ERWK WKHRUHWLFDO DQG SUDFWLFDO DVSHFWV RI EDQNLQJ IHH DQG FRPPLVVLRQ LQFRPH LQ WKH
(XURSHDQ8QLRQZLWKDVSHFLDOHPSKDVLVRQWKH&]HFK5HSXEOLF6LQFHIHHLQFRPHUHSUHVHQWVWKHODUJHVWSDUWRIQRQ
LQWHUHVW LQFRPH HDUQHG E\ EDQNV LW UHPDLQV D PDMRU FKDOOHQJH IRU EDQN PDQDJHPHQW WR VHW DQG PDLQWDLQ DQ
DSSURSULDWHIHHSROLF\1HYHUWKHOHVVVROYLQJIRUWKHRSWLPDOIHHVWUXFWXUHKDVQRW\HWEHHQDFFRPSOLVKHGHLWKHURQD
WKHRUHWLFDOOHYHORULQDFWXDOSUDFWLFH
,QWKHHPSLULFDOSDUWRIWKHSDSHUZHDQDO\VHGEDQNLQJIHHLQFRPHLQ(8EDQNLQJVHFWRUVEDVHGRQWKUHHGLIIHUHQW
LQGLFDWRUVWKHPDJQLWXGHRIQHWIHHVDQGFRPPLVVLRQLQFRPHUHODWLYHWRWRWDORSHUDWLQJLQFRPHWRWRWDODVVHWVDQGWR
JURVV GRPHVWLF SURGXFW 2XU UHVXOWV VKRZ WKDW WKH &]HFK EDQNLQJ VHFWRU ZDV QRW DEQRUPDOO\ GHSHQGHQW RQ IHH
LQFRPHFRPSDUHGWRRWKHU(8FRXQWULHVLQWKHSHULRG$VDUHVXOWZHDUJXHWKDWWKHKLJKSURILWDELOLW\RI
&]HFK EDQNV FDQQRW EH DWWULEXWHG VROHO\ WR DEQRUPDO EDQNLQJ IHHV DQG FRPPLVVLRQ LQFRPH EXW UDWKHU WKDW RWKHU
IDFWRUVVKRXOGEHFRQVLGHUHGHJEDQNV¶VRXQGULVNPDQDJHPHQWJRRGVWUDWHJ\RIFRVWRSWLPL]DWLRQKLJKOLTXLGLW\
DQGFDSLWDOEXIIHUV
:H DOVR FRQFOXGHG WKDW WKHPDUNHW FRQFHQWUDWLRQ RI WKH&]HFK EDQNLQJ VHFWRU LVPRGHUDWH GHVSLWH LW GHFOLQHG
GXULQJWKHODVW\HDUVWKH+HUILQGDKOLQGH[GHFUHDVHG7KHULVHLQFRPSHWLWLRQZDVFDXVHGPDLQO\E\QHZHQWUDQWV
ZHUHIHUWRDVµORZFRVWEDQNV¶WKDWRIIHUDOLPLWHGSURGXFWSRUWIROLRDQGSURYLGHDODUJHSDUWRIWKHLUVHUYLFHVZLWKRXW
IHHVDQGFRPPLVVLRQV&RQVHTXHQWO\ZHKDYHGHWHUPLQHGWKDWWKHEXVLQHVVPRGHOVRIVRPHORZFRVWEDQNVLQWKH
&]HFK5HSXEOLFDUHQRWVXVWDLQDEOHIURPDORQJHUWHUPSHUVSHFWLYH
$FNQRZOHGJHPHQWV
)LQDQFLDOVXSSRUWIURPWKH&]HFK6FLHQFH)RXQGDWLRQSURMHFWV1R*$6DQG*$6WKH*UDQW
$JHQF\RI&KDUOHV8QLYHUVLW\LQ3UDJXHSURMHFW1RDQG8QLYHUVLW\RI(FRQRPLFVLQ3UDJXHSURMHFW1R
9â(,3LVJUDWHIXOO\DFNQRZOHGJHG
$SSHQGL[$
(8
$XVWULD$7
%HOJLXP%(
%XOJDULD%*
&\SUXV&<
&]HFK5HSXEOLF&=
'HQPDUN'.
(VWRQLD((
)LQODQG),
)UDQFH)5
*HUPDQ\'(
*UHHFH(/
+XQJDU\+8
,UHODQG,(
,WDO\,7
/DWYLD/9
/LWKXDQLD/7
/X[HPEXUJ/8
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5HIHUHQFHV
%DUDQ-:LW]DQ\-<LHOG&XUYH&RQVWUXFWLRQ$IWHU&ULVLV3ROLWLFNiHNRQRPLH±
%OiKRYi1/LTXLGLW\5LVN±0HDVXUHPHQWDQG&RQWURO(XURSHDQ)LQDQFLDODQG$FFRXQWLQJ-RXUQDO±
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%X]NRYi37HSOê3&ROODWHUDOL]HG'HEW2EOLJDWLRQ
V9DOXDWLRQ8VLQJWKH2QH)DFWRU*DXVVLDQ&RSXOD0RGHO3UDJXH(FRQRPLF3DSHUV

&1%)LQDQFLDOPDUNHWVXSHUYLVLRQUHSRUW&]HFK1DWLRQDO%DQN
&LPEXUHN-ěHåiEHN3&XUUHQF\LQFLUFXODWLRQJOREDOWUHQGVDQGWKHVLWXDWLRQLQWKH&]HFK5HSXEOLF3ROLWLFNDHNRQRPLH
ýHUQRKRUVNi/7HSOê39UiEHO07KH97,QGH[DVDQ,QGLFDWRURI0DUNHW/LTXLGLW\5LVNLQ6ORYDNLD-RXUQDORI(FRQRPLFV±

ýHUQRKRUVNi / /LQKDUWRYi9  7KH ,PSDFW RI &RUUXSWLRQ RQ 6RXQGQHVV RI %DQNLQJ 6HFWRU ,Q -LUFLNRYD ( HW DO WK ,QWHUQDWLRQDO
6FLHQWLILF&RQIHUHQFH RQ)LQDQFH DQG WKH3HUIRUPDQFH RI )LUPV LQ 6FLHQFH(GXFDWLRQ DQG3UDFWLFH 7RPDV%DWD8QLYHUVLW\ =OLQ&]HFK
5HSXEOLF
'DĖKHO-'XFKiþNRYi()LQDQFLDO&ULVLV&KDQJHGWKH5ROHDQG6WDWHPHQWRI,QGLYLGXDO6HJPHQWVRI)LQDQFLDO6HUYLFHV(NRQRPLFNê
ýDVRSLV-RXUQDORI(FRQRPLFV
'DYLV3(7XRUL.7KH&KDQJLQJ6WUXFWXUHRI%DQNV¶,QFRPH±$Q(PSLULFDO ,QYHVWLJDWLRQ'HSDUWPHQWRI(FRQRPLFVDQG)LQDQFH
5HVHDUFK3DSHUV%UXQHO8QLYHUVLW\
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